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INDEPENDENT AUDITOR'S REPORT

Authority Board
Western Washtenaw Construction Authority

Washtenaw County, Michigan

We have audited the financial statements of the governmental activities, which comprise the basic
financial statements, of the Western Washtenaw Construction Authority as of and for the year
ended June 30, 2004, as listed in the table of contents. These financial statements are the
responsibility of the Authority’s management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatements.
An audit includes examining, on @ test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, Authority at June 30, 2004,
and the changes in financial position and cash flows, where applicable, of those activities and funds
and the budgetary comparison for the general fund for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Management's Discussion and Analysis and the Analysis of Funding Progress are not required
parts of the basic financial statements, but are supplementary information required by the GASB.
We have applied certain limited procedures, which consisted principally of inquires of management
regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.
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Authority Board
Western Washtenaw Construction Authority

Washtenaw County, Michigan

Our audit was conducted for the purpose of forming an opinion on the Authority’s basic financial

statements. The schedules described in the accompanying table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic

financial statements taken as a whole.

Yours truly,

A

ARKOWSKI & COMPANY, CPAs
December 22, 2004




Management’s Discussion and Analysis

Using this Annual Report

The annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities provide information about the activities of the Construction Authority as a
whole and present a longer-term view of the Authority’s finances. Fund financial statements tell how
these services were financed in the short-term, as well as what remains for future spending. Fund
financial statements also report the Authorities operations in more detail then the government-wide

financial statements.

The Construction Authority as a Whole

Total Assets remained constant despite a decrease in total revenues.

Deferred revenues have stabilized, and the Authority expects the current level to continue in a
range of $25,000 to $30,000.

The overall financial position of the Authority is very good. In a condensed format, the table below
shows the statement of net assets as of the current date:

Governmental
Activities

Current Assets $ 127,887
Property and Equipment 672
Total Assets 128,559
Current Liabilities 8,279
Non-current Liabilities 27,100
Total Liabilities 35,379
Net Assets

Invested in Capital Assets 672

Unrestricted 92,508
Total Net Assets $ 03,180




Management Discussion and Analysis

The fiscal year started off slower than in previous years and overall revenues decreased by 8%
from a year ago. 829 permits were issued for the year ended June 30, 2004; this was a decrease of

97 permits from the previous fiscal year.

The following table shows the changes of the net assets of the current date:

Governmental
Activities
Program revenues $ 150,718
Other revenues 1,193
151,911
Program expenses 143,629
Change in net assets $ 8,282

The Authority’s Funds

The Construction Authority fund financial statements provide detailed information about the
governmental services provided. The Western Washtenaw Construction Authority is an interlocal
agency created for the purpose of combining the building and trade permits with soil erosion and
sedimentation control permits. The most significant expenses are personal services and fees paid
to inspectors.

General Fund Budgetary Highlights

Over the course of the year, the Authority's Board amended the budget to take into account events
during the year. The only changes resulted in some expenditures actually costing more than initially
estimated in the original budget. These changes were very minor. Actual results came in very
closely to budget amounts.

Capital Assets

At the end of 2004, the Authority had $6,738 invested in office equipment. Accumulated
depreciation on these assets was $6,066.

Economic Factors and Next Year's Budget

The Authority's inspection area is growing. The Authority expects a slight decrease in revenues,
due to a slow economy and mortgage rates rising. With property splits and new subdivisions, it
appears that the financial position will remain stable. The Authority continues to look at fee
structures, and costs of operations.

Contacting the Authorities Management

This financial report is intended to provide our customers with a general overview of the Authority’s
finances and to show the Authority’s accountability for the money it receives. If you have questions
about this report or need additional information, we welcome you to contact the Authority’s office.
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WESTERN WASHTENAW CONSTRUCTION AUTHORITY
STATEMENT OF NET ASSETS
JUNE 30, 2004

GOVERNMENTAL
ASSETS: ACTIVITIES
Cash and cash equivalents $ 127,537
Prepaid expenses 350
Property and equipment 672
Total assets 128,559
LIABILITIES:
Accounts payable 4,950
Accrued payroll 270
Accrued expenses 3,059
Deferred revenue - Permits 27,100
Total liabilities 35,379
NET ASSETS:
Invested in capital assets, net 672
Unrestricted 92,508
$ 93,180

Total net assets

The accompanying notes are an integral part of these financial statements.
‘ 5.




WESTERN WASHTENAW CONSTRUCTION AUTHORITY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2004

NET (EXPENSE)
REVENUE
EXPENSES:

General government $ 143,629

GENERAL REVENUES:
Permits 150,718
Interest income 897
Other income 296
Total general revenues 151,911
Change in net assets 8,282
Net assets - beginning of year 84,898
$ 93,180

Net assets - end of year

The accompanying notes are an integral part of these financial statements.




WESTERN WASHTENAW CONSTRUCTION AUTHORITY
GOVERNMENTAL FUNDS BALANCE SHEET/STATEMENT OF NET ASSETS

ASSETS:
Cash and cash equivalents
Prepaid expenses
Property and equipment

Total assets

LIABILITIES:
Accounts payable
Accrued payroll
Accrued expenses
Deferred revenue - Permits
Total liabilities

FUND BALANCES:
Unreserved

Total liabilities and
fund balance

NET ASSETS:
Invested in capital assets

Unrestricted
Total net assets

JUNE 30, 2004

GOVERNMENTAL RECONCILING STATEMENT
FUND ITEMS OF NET ASSETS
$ 127537  $ - 3 127,537
350 - 350
- 672 (a) 672
$ 127,887  $ 672  $ 128,559
$ 4950 $ - 3 4,950
270 - 270
3,059 - 3,059
27,100 - 27,100
35,379 - 35,379
92,508
$ 127,887
672 672
- 92,508
$ 672 % 93,180

(a) Capital assets are expensed in governmental fund financial
statements; the acquired assets are capitalized and depreciated
in the statement of net assets.

The accompanying notes are an integral part of these financial statements.
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WESTERN WASHTENAW CONSTRUCTION AUTHORITY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCE/STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2004

REVENUES
Permits
Interest income
Other income
Total revenues

EXPENDITURES
Personal services
Inspections
Insurance
Professional fees
Office supplies
Office rent
Telephone
Postage
Refunds
Depreciation
Bank fees
Miscellaneous

Total expenditures

EXCESS OF REVENUE OVER EXPENDITURES

FUND BALANCES, BEGINNING OF YEAR

FUND BALANCES, END OF YEAR

The accompanying notes are an integral part of these financial statements.

GOVERNMENTAL  RECONCILING STATEMENT OF
FUNDS ITEMS NET ASSETS
$ 150,718 § - $ 150,718
897 - 897
296 - 296
151,911 - 151,911
43,643 - 43,643
73,450 - 73,450
2,261 - 2,261
2,115 - 2,115
3,959 - 3,959
4,200 - 4,200
1,049 - 1,049
365 - 365
9,930 - 9,930
- 1,348 & 1,348
10 - 10
1,299 - 1,299
142,281 1,348 143,629
9,630 (1,348) 8,282
82,878 2,020 84,898
$ 92,508 $ 672 % 93,180

(a) Capital outlays are expensed in governmental fund
financial statements; the acquired assets are
capitalized and depreciated in the statement

of activities. Depreciation for the year ended
ended December 31, 2004 was $1,348. There were
no capital outlays for the year ended June 30, 2004.
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WESTERN WASHTENAW CONSTRUCTION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2004

The accounting methods and procedures adopted by the Western Washtenaw Construction
Authority conform to accounting principles generally accepted in the United States of America
(GAAP) as applied to governmental entities. The following is a summary of the significant
accounting policies used by Western Washtenaw Construction Authority.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

A

DESCRIPTION OF AUTHORITY OPERATIONS -

The Western Washtenaw Construction Authority was organized in January 2000 and is
located in the southwestern portion of Washtenaw County. The Authority operates under
an operating agreement between the Vilage of Manchester and the Townships of
Manchester, Freedom and Bridgewater to provide for the joint enforcement and
administration of construction codes and other municipal ordinances.

REPORTING ENTITY -

As required by generally accepted accounting principles, the financial statements of the
Western Washtenaw Construction Authority include its primary government, organizations
for which the primary government is financially accountable, and other organizations for
which the nature and significance of their relationship with the primary government are
such that exclusion would cause the reporting entity’s financial statements to be
misleading or incomplete. On this basis, accordingly, the financial statements of certain
other governmental organizations within the Authority are not included in the financial
statements of the Authority.

BASIC FINANCIAL STATEMENTS

The basic financial statements report information on all activities of the Western
Washtenaw Construction Authority. The Authority’s activities are normally supported by
fees charged for services rendered.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment is offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function or segment. Program revenues include: (1)
charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment; and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenue is recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.



WESTERN WASHTENAW CONSTRUCTION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

D.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT

PRESENTATION (Continued)

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized
as soon as it is both measurable and available. Revenue is considered to be available if it
is collected within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the Authority considers revenues to be available if they
are collected within 60 days of the end of the current fiscal period. Expenditures generally
are recorded when a liability is incurred, as under accrual accounting. All other revenue
items are considered to be available only when cash is received by the government.

The Authority reports the following governmental fund:

The General Fund is the government's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in

another fund.

Amounts reported as program revenue include: charges to customers or applicants for
goods, services or privileges provided.

CASH AND CASH EQUIVALENTS -

The Authority has classified cash on hand in checking accounts as cash for balance sheet
purposes. Cash in excess of current requirements is invested in a savings account.

PREPAID EXPENSES -

Expenses, material in amount, which provide benefits in a future period have been set up
as prepaid. They will be recognized as an expense in the period receiving the benefit.
Prepaid expenses are comprised of rent paid in advance.

CAPITAL ASSETS -

Capital assets, which include equipment, are reported in the governmental activities
column in the basic financial statements.

Property, plant and equipment are depreciated using the straight-line method over the
following useful lives:

Equipment 3to 7 years

-10-



WESTERN WASHTENAW CONSTRUCTION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

H. ESTIMATES -

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that effect certain
reported amounts and disclosures. Accordingly, actual results could differ from those

estimates.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY:

BUDGETARY INFORMATION

Annual budgets are adopted on a basis consistent with generally accepted accounting
principles for all governmental funds.

The budget document presents information by line items. The legal level of budgetary control
adopted by the governing body is the line item level.

BUDGET VIOLATIONS -

During the year, the Authority incurred expenditures in certain budgeted funds which were
in excess of the amounts appropriated, as follows:

FINAL (EXCESS
AMENDED BUDGET
FUND/DEPARTMENT BUDGET ACTUAL VARIANCE)
GENERAL FUND
Refunds $ 0,825 § 9930 $ (105)

NOTE 3 - CASH AND INVESTMENTS:

The Authority is authorized by state law and a resolution from the Board to invest surplus funds
as follows:

1) Bonds or other direct obligations of the United States.

2) Certificates of deposit, savings accounts, deposit accounts or
depository receipts of a federally insured bank or credit union.

3) Commercial paper rated at the time of purchase within the three
highest classifications established by not less than two standard
rating services. The maturity date of the commercial paper must not
be longer than 270 days from the purchase date, and no more than
50% of any fund may be invested in commercial paper at any time.

4) United States government or federal agency obligations repurchase
agreements.

5) Bankers' acceptances of United States banks.

6) Mutual funds composed of investment vehicles which are legal for
direct investments by the Township.

-11-



WESTERN WASHTENAW CONSTRUCTION AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 3 - CASH AND INVESTMENTS: (Continued)

The captions on the combined balance sheets relating to cash are as follows:

GOVERNMENTAL
CARRYING AMOUNT: ACTIVITES
Cash $ 127,537

NOTE 4 - PROPERTY, PLANT AND EQUIPMENT:

Capital asset activity of the Western Washtenaw Construction Authority for the current year
was as follows:

07/01/03 INCREASES DECREASES _ 06/30/04

GOVERNMENTAL ACTIVITIES
Capital assets being depreciated

Machinery and equipment $ 6738 $ -9 - $ 6,738

Less accumulated depreciation for

Machinery and equipment 4,718 1,348 - 6,066

Net capital assets being
depreciated $ 2020 § (1,348) 9 - % 672

NOTE 5 — RENTS:

The Authority signed an operating lease with the Village of Manchester for use of Authority
facilities. The agreement is on a month to month term. The Authority pays $350. monthly. The
amount of rent paid for the year ended June 30, 2004 is $4,200.

NOTE 6 — RISK MANAGEMENT

The Authority is exposed to various risks of loss related to property loss, torts, errors and
omissions and employee injuries (workers’ compensation). The Authority has purchased

commercial insurance for claims.

12-




WESTERN WASHTENAW CONSTRUCTION AUTHORITY
REQUIRED SUPPLEMENTARY INFORMATION

FOR THE YEAR ENDED JUNE 30, 2004




WESTERN WASHTENAW CONSTRUCTION AUTHORITY
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2004

BEGINNING BUDGETARY FUND BALANCE

RESOURCES (INFLOWS):
Permits
Interest income
Other income
Total

Amounts available for appropriation

CHARGES TO APPROPRIATIONS (QUTFLOWS)
Personal services
Inspections
Insurance
Professional fees
Office supplies
Office Rent
Telephone
Postage
Refunds
Bank fees
Miscelianeous

Total charges to appropriations

Budgetary Fund Balance-End of Year

VARIANCE WITH
FINAL BUDGET
ORIGINAL AMENDED FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE)
$ 69499 $ 82878 $ 82878 § -
150,950 150,950 150,718 (232)
800 800 897 97
3,000 3,000 296 (2,704)
154,750 154,750 151,911 (2,839)
224,249 237,628 234,789 (2,839)
45,000 45,000 43,643 1,357
100,200 100,200 73,450 26,750
2,200 2,265 2,261 4
2,700 2,700 2,115 585
3,500 4,200 3,959 241
4,200 4,200 4,200 -
1,500 1,500 1,049 451
500 500 365 135
8,670 9,825 9,930 (105)
100 100 10 90
1,200 1,300 1,299 1
169,770 171,790 142,281 29,509
$§ 54479 $ 65838 §$ 92508 $ 26,670
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WESTERN WASHTENAW CONSTRUCTION AUTHORITY
MEMORANDUM OF COMMENTS AND RECOMMENDATIONS
FOR THE YEAR ENDED JUNE 30, 2004

Budgeting Procedures

As disclosed in Note 2, the Authority spent amounts in excess of the approved budget
during the year ended June 30, 2004. This is a violation of Public Act 621 of 1978. The
Authority should prepare budget amendments as necessary to avoid this situation in the
future.

Segregation of Duties

Because of the limited size of the Western Washtenaw Construction Authority’s
accounting staff, proper segregation of duties cannot be accomplished. This is an
inherent weakness in the internal controls of the Authority. Authority management needs
to continue to exercise appropriate management oversight to help compensate for the
lack of staff. The only corrective action would be to hire additional staff, which is not
practical.
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December 22, 2004

Authority Board
Western Washtenaw Construction Authority

We have audited the basic financial statements of the Western Washtenaw Construction
Authority for the year ended June 30, 2004, and have issued our report thereon dated
December 22, 2004. Professional standards require that we provided you with the
following information related to our audit.

Our responsibility under Generally Accepted Auditing Standards

As stated in our engagement letter dated December 20, 2004, our responsibility, as
described by professional standards, is to plan and perform our audit to obtain
reasonable, but not absolute, assurance that the financial statements are free of material
misstatement and are fairly presented in accordance with accounting principles generally
accepted in the United States of America. Because of the concept of reasonable
assurance and because we did not perform a detailed examination of all transactions,
there is a risk that material errors, fraud, or other ilegal acts may exist and not be
detected by us.

As part of our audit, we considered the internal control of the Western Washtenaw
Construction Authority. Such considerations were solely for the purpose of determining
our audit procedures and not to provide any assurance concerning such internal control.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting
policies. In accordance with the terms of our engagement letter, we will advise
management about the appropriateness of accounting policies and their application. The
significant accounting policies used by the Western Washtenaw Construction Authority
are described in Note 1 to the financial statements. No new accounting policies were
adopted and the application of existing policies was not changed during the fiscal year
ended June 30, 2004. We noted no transactions entered into by the Western Washtenaw
Construction Authority during the year that were both significant and unusual, and of
which, under professional standards, we are required to inform you, or transactions for
which there is a lack of authoritative guidance or consensus.




Authority Board
Western Washtenaw Construction Authority
Page Two

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past
and current events and assumptions about future events. Certain accounting estimates
are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from
those expected.

Significant Audit Adjustments

For purposes of this letter, professional standards define a significant audit adjustment as
a proposed correction of the financial statements that, in our judgment, may not have
been detected except through our auditing procedures. These adjustments may include
those proposed by us but not recorded by the Western Washtenaw Construction Authority
that could potentially cause future financial statements to be materially misstated, even
though we have concluded that such adjustments are not material to the current financial
statements. We proposed several audit adjustments that could, in our judgment, either
individually or in the aggregate, have a significant effect on the Western Washtenaw
Construction Authority financial reporting process.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as a matter, whether or not resolved to our satisfaction, concerning a
financial accounting, reporting, or auditing matter that could be significant to the financial
statements or the auditor’s report. We are pleased to report that no such disagreements
arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing
and accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the governmental unit's
financial statements or a determination of the type of auditor's opinion that may be
expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To
our knowledge, there were no such consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as the
Western Washtenaw Construction Authority auditor.  However, these discussions
occurred in the normal course of our professional relationship and our responses were
not a condition to our retention.




Authority Board
Western Washtenaw Construction Authority
Page Three

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our
audit.

This information is intended solely for the use of the Board of Trustees and management
of the Western Washtenaw Construction Authority and is not intended to be and should
not be used by anyone other than these specified parties.

Very truly yours,

%W- V%

MARKOWSKI & COMPANY, CPAs






